
FORE THE ARIZONA CORPORATION COMMISSION 

Chairman 
WILLIAM A. W E L L  

Commissioner 
MlKE GLEASON 

Commissioner 
KRISTIN K. MAYES 

Commissioner 

DOCKET NO. E-Q4204A-06-0720 

DECISION ’NO. 69202 

BY THE COMMISSION: 

UNS” or “Company”) filed an application 

sion”) for an accounting order requesting 

rity to defer mark-to-market accounting that would otherwise be required to be recorded as 

the equity section in accordance with Statement of 

133, Accounting for Derivative Instruments. The 

d approval to facilitate implementation for its 

izona Corporation Co 

current period charges/credits or adjustment 

Financial Accounting Stan 

SF’S No. 133 requires reporting all derivatives at fair market price (mark-to-market). As 



losses that have e fluctuations in reported income and equity. 

atment to counter the undesirable effects of 

to energy acquisitions and related hedging 

agreements on re rted earnings and equity. S ’ proposed accounting treatment recognizes 

these unrealized s and losses as regulato ed debits or credits in accordance with SFAS 

No. 71, Accounting for the Effects of Certain Types of Regulation (“SFAS 71 ”) I. UNS asserts that 

it will neither seek rate base treatment for the requested SFAS No. 133 deferral accounts nor cost 

recovery of any amounts temporarily recorded therein. 

For its fiscal year ending December 31, 2006, UNS’ has transactions that are subject to 

mark-to-market accounting. Although UNS presently derives no power fiom these agreements, 

UNS must mark them to market for power that it will not receive until 

financials in accordance with elief is subsequently granted, the Company may 

oration (“PWCC”) 

which has been 

regulatory process. 
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ebt covenants 

d losses in its inco 

S No. 133. In 

n the asset and liability sections of its bal 

86, “Miscellaneous Deferred Debits” and FERC account No. 

ierivatives unde 

iccount No. 1 

agreements as regul 
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NO. E-04204A-06-0720 

staff Recommendation 

Staff recommendatio 

roval of an accounting order for h S  for the sole purpose of recording 
unrealized gains and losses that Would otherwise be recorded in accordance with 
SFAS No. 133 due to changes in fair market value of energy resource acquisition 
agreements and any related hedging agreements defined as derivatives under SFAS 
No. 133 as deferred debits and credits to the ccounts discussed herein. 

Requiring UNS to maintain accounting records sufficient to permit a detailed review 
of all transactions affected by accounting order. 

3. Specifying that the authorize 

2. 

e any direct effect on UN 
PPFAC. 

That the authorized accounting become 4. 

5.  Specifying that the authorized e any direct effect on the 
operating expenses recognized 

Specifying that the authorized accounting shall not have any direct effect on the rate 6. 



gains and losses will not arccurately state the amounts that are ultimately 
subject to recovery since UNS is a regulated entity that may recover those 

owing caused by recording of unrealized gains and losses in its income 
ement and/or equity accounts as would be required under SFAS No. 133. 



IT IS FURTHER ORDERED that this Decision shall become effective December 3 1,2006. 

IN WITNESS WHEREOF, I BRIAN C. McNEIL, Executive 
Director of the Arizona Corporation Commission, have 
hereunto, set my hand and caused the official seal of this 
Commission to be affixed at the CaDitol. in the City of 
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